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Executive Summary

Overview

In October 1999 the Deputy Under Secretary of the Air Force International Affairs (SAF/IA) engaged KPMG Consulting, LLC to assist SAF/IA with a number of operational and strategic business issues.  The primary focus of the tasks was to improve the effectiveness, efficiency, and customer value of SAF/IA processes, products and services.

This report addresses the value stream analysis (VSA) task of the SAF/IA project.  VSA is a holistic approach to determine and examine the various activities within an organization that result in customer products and services, document SAF/IA customer’s perception of value, and understand the cost and interrelationships of activities, products and services.  KPMG approaches VSA in a unique way by utilizing three proven diagnostic tools:

· Activity based costing (ABC) analysis

· External customer survey

· Internal assessment

ABC is used to determine and baseline the costs of organizational activities, products and services.  The external customer survey documents the customer’s perception of value with regards to products and services.  The internal assessment provides an internal perspective of the organization and is comprised of employee surveys and an organizational core competency review.  These three components form the basis of the VSA.  

At the request of SAF/IA, KPMG extended the VSA to include the Directorate of Budget Investment, Security Assistance (SAF/FMBIS).  Since these two organizations work closely on a number of security assistance and FMS issues, many common themes emerged from the analysis of their respective diagnostic tools.  Thus, in areas where common results exist, the SAF/IA and SAF/FMBIS major themes and improvement opportunities were combined.  In areas that are unique to SAF/FMBIS, a discussion of major themes and improvement opportunities are included in a separate section.
The VSA Analysis focuses on major themes and improvement opportunities.  Major themes are significant issues that emerged while conducting the comparative analysis.  In most cases, major themes were clearly identified by each individual diagnostic tool.  Improvement opportunities are specific courses of action that should be taken to resolve the major themes.  

Conclusions

Many recurring issues and themes emerged from the analysis of the diagnostic tools.  As part of this study KPMG refined these themes and then developed specific improvement opportunities to help the organization move forward.  A summary of these themes and improvement opportunities are provided below.  For each theme we also designate which organization is affected (SAF/IA, SAF/FMBIS or both) as well as page references within this report where the detailed analysis of the theme can be found.

· Theme 1: Product/Service Cost Not Proportional To Customer Value.  In some cases customer value did not match cost of the product/services provided by SAF/IA.  This theme can be found on page 11.

Improvement Opportunity: Review resource expenditures and consider reallocation of resources to critical (high customer value) areas.  Review the lower customer value areas for ways to decrease time and expense.  Assess foreign customers to ensure their perceptions will not change the overall customer value rating.

· Theme 2: SAF/IA Pol-Mil Function Is An Emerging Competency That Is Not Fully Understood.  Though valued by both employees and customers, neither clearly understand the nature of this critical competency.  This theme can be found on page 15.

Improvement Opportunity: Define Pol-Mil functions as it relates to services that SAF/IA provides, then create strategies to educate customers and employees.  Develop necessary capabilities and resources for the Pol-Mil function including a recruitment and training program, performance measures and goals. 

· Theme 3: Process Reengineering & Technology Improvements.  Many products and services would benefit from process reengineering and technology insertion.  This theme can be found on page 19, and impacts both SAF/IA and SAF/FMBIS.

Improvement Opportunity: For SAF/IA - Automate aspects of the disclosure policy process to include automated status, tracking, release policy and issues, general information notices and policy changes.  Reengineer the LOA and P&A process.  Streamline and reorganize critical support functions.  For SAF/FMBIS – Require the use of electronic correspondence for reviews and approvals of all deliverables, such as tuition course pricing guidelines and funding execution to HQ AFMC.

· Theme 4: Optimization of Capabilities, Knowledge and Talent.  Customers strongly agreed that SAF/IA should further leverage their expert knowledge of FMS to the broader DoD environment.  SAF/IA should also export best practices between divisions.  This theme can be found on page 26.

Improvement Opportunity: Expand across all Regions Decision Support System/Knowledge Sharing Tools (similar to RSAF Decision Support System).  Maximize SAF/IA’s inherent capabilities with regards to relationships, information and policy to transform FMS expertise throughout SAF/IA.

· Theme 5: Standardization, Coordination and Communication.  Customers commented that process execution as well as final product specifications varied depending on the division and individual that completed the work.  This theme can be found on page 29.

Improvement Opportunity: For SAF/IA - Review standardization and consistency issues such as formats, policies and procedures, information and research sources, and past decisions and actions.  Tear down divisional stovepipes and open up communications. For SAF/FMBIS – Notify all SAF/FMBIS customers of policy and guidance decisions when single inquiries arise.  Emphasize coordination with outside agencies.

· Theme 6: Coherent, Uniform Training and Competency Program.  Lack of basic, consistent training was a major issue in both SAF/IA and SAF/FMBIS.  This theme can be found on page 33.

Improvement Opportunity: For SAF/IA - Develop enterprise-wide training and competency program.  Use cross training and flex-positions to address the one-person-deep and military turnover issues.  For SAF/FMBIS – Promote a cross-functional training program that includes FMS, to provide temporary work coverage during times of turnover or personnel leave. 

· Theme 7: Strategy, Vision and Management Issues.  Employees are unclear as to the strategic direction of SAF/IA.  Employees also identified several other issues that have lead to morale problems.  This theme can be found on page 37.

Improvement Opportunity: Develop and market an enterprise-wide Strategic Plan.  Develop an Employee Recognition Program and a Management Mentoring/Coaching Plan.

· Theme 8: Low Cost Service with High Customer Value.  SAF/FMBIS has some products and services that are highly valued by customers, but receive little resource allocation.  This theme can be found on page 40.

Improvement Opportunity: SAF/FMBIS analyze resource allocation to products and services to ensure appropriate support to highly valued products/services. 

· Theme 9: SAF/FMBIS Authority and Responsibility are Misaligned.  SAF/FMBIS has broad responsibilities that require coordination with DoD agencies at all levels.  Due to SAF/FMBIS organizational placement some products and services are delayed due to internal coordination requirements.  This theme can be found on page 41.

Improvement Opportunity: SAF/FMBIS should perform a “desk-audit” of roles and responsibilities in order to determine the proper alignment of SAF/FMBIS’ authority and actionable level.

Many of the improvement opportunities impact more than one major issue/theme.  The complete set of improvement opportunities should be viewed as a holistic solution.  A detailed discussion of each of the major themes and improvement opportunity is provided in the section entitled Major Themes & Improvement Opportunities. 

Study Background and Scope

Background

In early October 1999 SAF/IA engaged KPMG, LLC to perform a VSA.  The four deliverables are summarized below: 

· Project Charter - The project charter captures the strategic business issues to be addressed by the VSA analysis, describes the vision or “working agreement” between all parties involved in the project, and identifies “success” attributes of a successful VSA.
· ABC/VSA Training - ABC training was delivered through workshops and real time ABC modeling.  ABC overview training was provided to the SAF/IA core team members to ensure a common understanding of ABC principles and KPMG’s modeling.  ABC conceptual training, development of the SAF/IA model architecture and VSA overview was provided in the project kick-off and throughout subsequent modeling and review sessions.

· ABC Model - The ABC model was facilitated and documented by KPMG to document how organizational resources are assigned to activities and then to cost objects (products and services).  In the first phase of the modeling effort (Level 1), basic resource data was gathered from organization charts and budget/financial management information, activities and cost objects were developed and time assignments were completed.  A further refined and detailed model termed “Level 2 ABC Model” allowed for validation, identification of performance improvements, detailed model notes and identification of value stream opportunities.  

· Value Stream Analysis Report - The VSA report identifies the major themes and improvement opportunities identified as a result of the comparative analysis of the ABC model, government and industry customer surveys and the internal assessment.  

Scope

The scope of this project includes the SAF/IA organization and the SAF/FMBIS division of SAF/FMB.  A random sample of all customer groups was included with the exception of foreign customers and representatives.  The SAF/IA core team and SAF/FMBIS employees provided customers by name and e-mail address.  The internal assessment questionnaire was sent to all SAF/IA and SAF/FMBIS internal personnel.  The internal assessment workshops were completed with the participation of the SAF/IA core team and most of the SAF/FMBIS employees.  

ABC data was provided by the respective organizations through facilitated discussions.  Division employees or supervisors provided ABC activity and cost object development and assignments.  In order to validate the model, review sessions were conducted with representatives from each of the SAF/IA and SAF/FMIBIS organizations.  The ABC model constructed for SAF/IA and SAF/FMBIS are developed at a Level 2 stage which means the model is useful as a diagnostic tool, but will require further development for use in Activity Based Management.  

SAF/IA Value Stream analysis (VSA)

The Concept of VSA 

The concept of VSA is grounded in what private industry calls Value Chain Analysis (VCA).  VCA was introduced by Harvard Professor Michael Porter in his book, Competitive Advantage.  Largely accepted as one of the cornerstones of corporate strategy today, VCA contends that organizations are comprised of many discrete activities that culminate in the design, production, marketing, delivery and support of a product or service for the customer.  VCA is a tool that allows for examining these activities, their interaction and their impact on customer value.

Activities are categorized as either primary or support.  Primary activities are involved with the direct creation and production of the product or service including sales, distribution, and post-sale assistance.  Support activities support the primary activities and other support activities.  These are also known as shared services or backroom functions and typically support the entire organization or value chain.  Support activities are fairly standard and often include areas of the organization that perform information systems/technology, finance, and human resources.  Professor Porter’s generic value chain is portrayed in the following figure.

Figure 1
 Porter’s Generic Value Chain
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The five generic primary activities described in the Porter Generic Value Chain Model are:

· Inbound Logistics – Activities associated with receiving, storing, and disseminating inputs to products/services

· Operations – Activities associated with transforming inputs into the final product/service

· Outbound Logistics – Activities associated with collecting, storing and distribution of product/service

· Marketing & Sales – Activities associated with providing a means or impetus for customers to obtain product/service

· Service – Activities associated with providing service and support of the product/service after sale

The four generic support activities described in the Porter Generic Value Chain model are:

· Firm Infrastructure – Activities that provide a management, legal and operational context for the organization

· Human Resource Management – Activities involved with recruitment, hiring and development of employees

· Technology Development – Activities that involve use of technology to improve product and/or processes

· Procurement – Activities involving purchasing of inputs used in the organizational processes and products (equipment, consultants, services, etc.)

All activities in an organization should be grouped as either a primary or support activity.  Categorization of the activities can sometimes be arbitrary and may change with the type of organization.  Some of the primary and support activities are distributed throughout the organization or value chain.  While the independent activities create value, the linkages (primary to primary, support to support, and support to primary) are even more important.  Interrelationships between activities and parts of the organization provide opportunities for optimization, coordination and maximization of organizational capabilities and resources.  Organizational strategy, structure, design, process flow, skill sets and technology are some of the factors that impact coordination and optimization of primary and support activities.

VSA in the Public Sector 

There are obvious differences between private sector and public sector value determination.  In the private sector, value is largely determined by profit.  Customer sales and market shares are distinct measures depending on the life cycle of the industry, firm, and product/service line.  Product/service cost and differentiation (quality) are the major strategies or determinants of value.  

For the most part, the profit motive does not exist in the public sector, however some agencies such as the US Postal Service (USPS) and even the General Services Administration (GSA) operate within profit or “best value” parameters.  Public sector organizations largely determine value solely by the success and ability of the organization to meet the needs of the customer and satisfy the objectives of their public mission and/or enabling legislation.  Customer satisfaction and value perception of products and services are feedback loops that guide public sector organizations in determining strategies to deliver value.  Thus, while the generic support activities apply to the public sector, primary activities may vary depending on the organization’s mission and purpose.  For instance, most public sector organizations will not engage in sales and marketing in the classical sense. 

The concept of the customer is somewhat different in the public sector as well.  For the most part, customer groups and segments are predetermined and even legislated.  Therefore, principles such as market share, horizontal and vertical integration, competition and entry into new markets do not directly apply to public sector organizations.  However, since reengineering and reinvention became popular in the public sector, there has been pressure to improve customer products and services.  This has motivated public sector organizations to shift to a customer-focused operation.  

KPMG’s VSA Approach

KPMG’s VSA methodology enhances the classical VCA concept by combining it with ABC and survey tools.  As a method of calculating cost, ABC is ideal.  When VCA was introduced to the business world in 1985, ABC was just emerging.  Today, ABC software development has made it one of the most popular and accurate tools for costing activities, products, services and customer groups.  Likewise, the concept of asking the customer or soliciting customer feedback became a popular and proven practice in corporate America during the 1990s.  It too is a great complement to VCA as survey methodology along with the use of the Internet to enable efficient and practical customer feedback.  The final addition to KPMG’s VSA approach is an internal assessment.  Depending on the organization and business issues of the project, this can take a number of forms, however, it is typical to employ an internal assessment survey and/or group facilitation on strengths, weaknesses and/or core competencies. 

The greatest advantage of the KPMG VSA approach is speed.  KPMG realizes that organizations need information and feedback faster than before because of the pace of the market place, potential competition, and expectations of officials and customers.  The diagnostic tools utilized in VSA can be performed in various stages that usually range from one to four months.  The diagnostics provide a unique view of the organization from a cost perspective, from a customer perspective and from an internal perspective.  Thus, following through and using the feedback of the diagnostic tools is the driver of success.  It is imperative that improvement opportunities identified in this study be addressed and implemented to resolve the issue or impediment.

SAF/IA Value Chain Analysis (VCA)  

SAF/IA’s value chain reflects its primary business functions and support activities.  Figure 2 depicts the application of the Value Chain Model to the SAF/IA organizational environment.

Figure 2
 SAF/IA Value Chain
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Placement of the different parts of the organization and activities as primary or supporting may vary and can sometimes overlap.  Such is the case with IAD.  Many in SAF/IA consider IAD as purely a support function.  Though it is true that many of the activities performed in IAD are of a support nature, they also produce distinct external customer products and services.  IAD also has one of the highest interaction frequencies with external customers of the SAF/IA divisions.  Furthermore, its support function is more of a regulatory or legal advice in nature.  

The linkages within SAF/IA’s value chain are even more important than its distinct parts.  Through analysis of external customer feedback and the internal assessment, a number of issues arose regarding coordination, workflow, and sequence of processes and the optimization of SAF/IA’s primary and support activities.  For example, SAF/IA and SAF/IAX are major functions in the organization with responsibilities such as receipt of taskers, coordination of paperwork, and document preparation and tracking, tasks that were all identified by customers and internal staff as needing improvement.  Primary or core activities impacted by these support functions include LOAs, P&As and routine taskers.  The VCA assists the organization in identifying opportunities to optimize its various parts to create synergy and sustain or develop competitive advantage and core competencies.  

SAF/IA VSA Study Methodology

A comparative analysis of the three diagnostic tools comprises the VSA.  The ABC model details and provides a cost of all activities performed in the organization as well as cost objects (products and services), the customer survey provides the customer’s perception of value of the products/services, and the internal assessment provides an internal perspective of the organization.  Figure 3 describes KPMG’s VSA methodology and the corresponding outputs:

Figure 3
 VSA Methodology
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VSA Objectives

SAF/IA and KPMG identified four specific outcomes from the VSA: 
· SAF/IA Customer Perceived Value.  Document customer’s perceived value of the products, services and activities SAF/IA is providing.

· Improvement Opportunities.  Identify opportunities to improve organizational performance to maintain and enhance customer value.

· VSA Principles.  Create a SAF/IA understanding of value stream analysis and ABC principles and their utility.

· Advanced tools.  Set the stage for the use of other advanced tools such as Activity Based Management and Balanced Scorecard

The following section provides a detailed discussion of the major themes and improvement opportunities developed through the comparative VSA analysis. 

Major Themes & Improvement Opportunities

KPMG developed a total of nine major themes (seven for SAF/IA and two for SAF/FMBIS) from the comparative analysis of the three diagnostic tools performed on each organization.  Each theme is discussed in detail with a summary of the supporting evidence and research used to develop the theme.  Each Evidence/Research subsection contains selected information from the diagnostic tools that form the basis of the issues and improvement opportunities.  Complete details of the diagnostics tools (customer and employee feedback and ABC data) can be found in Appendix 1 for SAF/IA and Appendix 2 for SAF/FMBIS. 

The cost data, external customer and internal employee feedback represent fiscal year 1999 data.  This analysis is a one-year snapshot in time.  Thus, further management review and detail is necessary to draw conclusions and/or causal relationships.  The government and industry customer groups include random points of contact provided by the SAF/IA divisions.  Specific customer organizations include the Joint Staff, Defense Security Assistance Agency (DSCA), Office of the Under Secretary of Defense (OUSD), Deputy Under Secretary of Defense for Acquisition (DUSA), Defense Threat Reduction Agency (DTRA), Headquarters Air Force Materiel Command (HQ AFMC), Headquarters Pacific Air Forces (HQ PACAF), System Program Offices (SPOs), Air Force Office of Scientific Research (AFOSR), Air Force Special Activities Center (AFSAC), Electronic Systems Center (ESC), Air Logistics Centers (ALCs), Air Force Institute for Technology (AFIT), AF Special Operations School, HQ USAF/AFCOA, Personnel Exchange Program (PEP) Branch, Boeing, Northrop Grumman, Raytheon, and Lockeed Martin.  As directed by SAF/IA, KPMG did not survey foreign customers; thus, certain product and service value ratings may change as a result of input from this group.  The following sections discuss each individual improvement opportunity.

1. Product/Service Cost Not Proportional to Customer Value 

The comparative analysis of the ABC model resource expenditures and the customer value perceptions reveal a number of high-dollar products/services with little customer value. 

Evidence/ Research

A comparative analysis of government and industry customer value juxtaposed with product/service costs can reveal a number of insights on how the organization is expending resources in relation to customer value.  Again, any conclusions and causality require further management analysis and should take into account the fact that foreign customers were not surveyed.  However, Table 1 should at least provide a basis for analyzing the resource allocations based on customer value. 

Table 1
 Customer Value Ratings vs. ABC Resource Expenditures 

Product/Service
Government Value
Industry Value
Cost

Letter of Offer and Acceptance (LOAs)
2.8
2.9
 $              445,229 

Delegation of Disclosure Authority Letter (DDLs)
2.7
2.9
 $              646,333 

Disclosure Policy/Reviews
2.6
2.8
 $              465,448 

Management Reviews
2.5
2.5
 $              695,728 

Case Development/FMS
2.5
2.7
 - 

Weapons Systems Support
2.5
2.9
 $              542,213 

MRP Policy/Guidance
2.5
-
 $              808,199 

Visit Books/Trip Books
2.4
2.2
 $           1,680,519 

Pricing & Availability (P&As)
2.4
2.8
 $              367,852 

Staffing Packages
2.4
2.7
 - 

International/ Cooperative Agreements
2.4
2.2
 $           1,187,524 

Information Packets
2.4
1.7
 $           1,041,896 

Armaments Coop Policy/ Agreements Development
2.3
1.6
 $           1,213,636 

Case Management/FMS
2.3
2.7
 $              726,849 

License Policy/Reviews
2.3
2.9
 $           1,593,941 

Training Programs & Policy
2.3
-
 $              497,386 

Attaché Programs/Policy
2.3
-
 $           1,488,598 

Global Engagement Skills (Pol-Mil)
2.1
2.6
 $              497,909 

Coalition Development (Pol-Mil)
2.0
2.6
 $           2,911,815 

Site Surveys
1.5
2.3
 $              250,105 

Total


 $         17,061,179 

Scale:   0=Not Applicable;  1=Low Value;  2=Medium Value;  3=High Value


SAF/IA has three major product/service costs, tangible customer sustaining (direct), intangible (primarily Pol-Mil outputs), and business sustaining.  The largest expenditure supports the tangible products/services ($13.7 M at 68%).  The remaining dollars include business sustaining ($2.9 M at 14 %) and the more intangible Pol-Mil activities, coalition development and global engagement skills ($3.5 M at 18 %).  A summary of these costs is represented in Figure 4.

Figure 4 
[image: image6.wmf][image: image7.png]


 High-Level Cost Breakout of SAF/IA Expenditures
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Issues

Table 1 identifies potential misalignment between the expenditure priorities and the customer value.  Again, because the foreign customer group was not polled, conclusions must be drawn carefully.  It appears, however, that at least some resource allocation conclusions can be made based on this data:

· LOAs, DDLs, Disclosure 
Policy Reviews, Management Reviews and Weapons Systems Support consistently receive high value ratings from both customer groups (industry and government), but receive less funding as compared to other SAF/IA products/services.  The customer survey also reveals that LOAs, Disclosure Policy Guidance, Weapons Systems Support and General Policy Guidance are the most frequently used customer products/services.

· P&As are highly valued by the industry customer but receive less funding as compared to other SAF/IA products.

· Visit/Trip Books and Information Packets consistently receive low to medium customer value ratings but are two of the highest funded products/services.  It should be noted that these two products/services seem to have a relatively small customer target group.

· Armaments Coop Policy and Attaché Programs also receive relatively lower customer value ratings yet are high-expense products/services.  It should be noted that these two products/services might be more valued by foreign customers and representatives who did not participate in the survey.

Improvement Opportunities

· Major Theme/Issue:  Product/Service Cost Not Proportional To Customer Value

· Major Area of Impact:  Should be conducted organization-wide; however, specific areas of concern are Visit/Trip Books, Information Packets, and Site Surveys

· Cost Implications: The ABC model identifies about $3 million associated with Visit/Trip Books, Information Packets, and Site Surveys

KPMG has identified three improvement opportunities relating to the first major theme:

1. Review resource expenditure and resource allocation priorities.  Consider shifting and reallocating resources to support those products/services that are most valued by customers. 

2. Review lower customer value products and services and search for ways to reduce time and expense allocation of such items.  Specifically, visit/trip books, information packets and site surveys should be reviewed for cost and time reduction.  The following definitions and expenditures are captured in the ABC models for these products/services:

· Visit/Trip Books - OSD/Joint Staff trip books and info packages.  Tasked by Senior Officer Staff to assist Senior Officers in preparation for foreign travel and dignitary meetings.  Visit/Trip Books consist of point papers, detailed country info, current events, senior bios, geopolitical information, DIA assessments. ($1.7 M)

· Information Packet/Package - Includes point papers, background papers, issue papers.  ($1.0 M)

· Site Survey - Usually accomplished from a Countries request to assess their capabilities to maintain, store, and provide infrastructure to handle an item (i.e. C130s landing capabilities, storage of craft).  Could be a condition of a Request for Proposal (RFP) and occurs in no particular cycle.  Use a U.S, Government Subject Matter Experts/Teams to assess the facilities/infrastructure.  Country submits a separate request.  Potential issue is that an up front payment by the Country is required. ($250K)

3. Additional analysis or follow-up surveys with foreign customers should be considered in order to determine if foreign customers would significantly impact the customer value ratings assigned to SAF/IA products and services.

2. SAF/IA Pol-Mil Function is An Emerging Competency That Is Not Clearly Understood 

There is strong consensus that the Pol-Mil function is the competency of the future and that SAF/IA will need this capability.  However, customers and employees do not have a clear understanding of SAF/IA’s roles and responsibilities with regards to the Pol-Mil competency.  According to the SAF/IA ABC model, the two major Pol-Mil products/services are Coalition Development and Global Engagement Skills.  However, other products/services overlap with Pol-Mil such as Visit Books.  In the ensuing paragraphs we explore the views of customers, internal employees and the costs associated with Pol-Mil function as defined by Coalition Development and Global Engagement Skills activities.

Evidence/ Research

Customers and employees commented on the need to better define and perform SAF/IA’s Pol-Mil function.

External Customers Direct Quotes of the Pol-Mil function and associated activities:

Customer comments acknowledged the need of Pol-Mil but conceded that SAF/IA’s objectives, goals, and competencies are not clear.  Consider the following selected external customer feedback:

· Functional areas within the international affairs arena (that is, FMS versus International Cooperative) tend to be stovepiped (and usually for good reason considering the different policies, ground rules, and operating procedures).  AFSAC staff working with FMS are focused on those areas and have minimal understanding/training/exposure to coalition development goals/opportunities.  As a SAF/IA product, I haven’t seen much crossfeed of coalition development.

· Concerning the provision of foreign language and cultural awareness, the FAO program holds some promise if an adequately sized pool of trained officers is established from which to fill designated billets.  However, that addresses only those billets designated as FAO.  

· The customer base has grown more sophisticated and coalition development will be the way of the future.  If we don’t take the opportunity to explore every opportunity for coalition development, I think we (US Industry and FMS) will find ourselves on the outside.  Attitudes and guidelines for technology transfer will have to drastically change before these opportunities can succeed.  

· Very important that SAF/IA personnel possess the skill because our global coalition are becoming more and more important to secure world peace.

· It is always imperative to have highly trained and qualified country desk officers at the MAJCOM, as well as Foreign Disclosure Officers who are well-versed in international relations as well as foreign/disclosure policies.

External customers have varying views of the Pol-Mil function.  The quantitative value scores are summarized below in Table 2.

Table 2
 Customer Value Ratings for SAF/IA Pol-Mil Products/Services

Product/Service
Customer Value Rating

Coalition Development
2.2

Global Engagement Skills
2.3

Customer Value Scale:  1= Low Value; 2= Medium Value; 3= High Value

Internal SAF/IA Employees Direct Quotes on the Pol-Mil function and associated activities:

Internal employees also viewed the Pol-Mil function as needing improvement.  Please note the following selected qualitative comments from SAF/IA employees:

· For Pol-Mil, the format appears to be more important than the content or timeliness.  An example is the SAF/IA Spotlight, which took over a month to “perfect”, making the value of the information outdated and useless.

· [SAF/IA] has a lack of consistent, in-depth, full spectrum knowledge of countries and regions.  There is no standard requirement for education and experience for country directors.  FAO program will help build this pool.

· Pol-Mil support needs work.

· It is unclear to me that we have a clear understanding of the Pol-Mil functions that SAF/IA is to perform.

ABC Model and Cost Structure of Pol-Mil Function:

The ABC model reveals that a significant amount of time and funds are expended on Pol-Mil activities, particularly Coalition Development and Global Engagement Skills.  Table 3 and Table 4 show specific divisional costs of the Air Force Global Engagement Skills and Coalition Development product/service.

Table 3
 Air Force Global Engagement Skills
Cost Object
Cost
% of Total

AF Global Engagement Skills             
 


 AFAAO-Develop Global Engagment Officer Program
$113,690.41 
22.8%

 AFAAO-Develop/Implement FAO Policy     
$72,978.01 
14.7%

 AFAAO-Manage Language Area Study Immers
$66,686.31 
13.4%

 AFAAO-Manage FAO Databases             
$59,898.41 
12.0%

 AFAAO-Oversee FAO Selection Board      
$54,284.51 
10.9%

 AFAAO-Recruit and Market FAO Program   
$44,057.57 
8.9%

 AFAAO-Develop Advanced Area Studies Pro
$32,756.35 
6.6%

 AFAAO-Convert Poli/Mil Billets         
$31,352.24 
6.3%

 AFAAO-Manage PCE Training Program      
$22,205.22 
4.5%

Total Cost                              
$497,909.03 
100.0%

Table 4 
 Coalition Development
Cost Object
Cost
% of Total

Coalition Development
 


European/NATO Coalition Development
$1,894,527.00
56.9%

Pacific Rim Coalition Development
$551,329.59
16.6%

Latin America Coalition Development
$465,916.03
14.0%

Middle East/Africa Coalition Development
$290,323.48
8.7%

RSAF Coalition Development
$130,082.10
3.9%

Total Cost                              
$3,332,178.20 
100.0%

ABC Definitions for Pol-mil products/services:

· Global Engagement Skills - Enhanced interoperability, greater access and easier development of coalition capability.  Provide and manage academic programs to improve AF officers' foreign language skills and foreign cultural awareness.

· Coalition Development - Duty to be sensitive to potential opportunities in the course of FMS, IAC and other Pol/Mil initiatives to explore/expand opportunities for coalition development.

Issues

As a result of the analysis from the diagnostic tools, a number of insights are revealed regarding the Pol-Mil issue:

· The Pol-Mil function is seen as a necessity for the future of SAF/IA and international coalition development.

· There is no consensus of the current role that SAF/IA has in this Pol-Mil function.

· There is some consensus on the capabilities and resources necessary to excel at this function, including foreign language skills, cultural awareness and more in-depth foreign country intelligence.

· There is no current performance measure(s) to gauge the progress of this function or the efficiency of how resources are expended on this function.

· AFAAO and SAF/IAD are frequently identified by customers as divisions that are important to the Pol-Mil competency. 

Improvement Opportunities

· Major Theme/Issue:  SAF/IA Pol-Mil Function Is An Emerging Competency That Is Not Clearly Understood

· Major Area of Impact:  SAF/IA Pol-Mil functions seem to be centralized in the Regions particularly with Country Directors; however, cross-functional skills/areas such as disclosure (IAD), weapons (IAW), and policy (IAX) have  been identified as critical to Pol-Mil execution.

· Cost Implications: The ABC model identifies over $3.5 million associated with Pol-Mil functions.

If SAF/IA wants to be effective in the Pol-Mil function, the organization must decide to build this competency by obtaining the necessary resources and capabilities.  KPMG recommends the following;

1. Develop/Enhance the Pol-Mil Competency by:

a) Determine capabilities that will allow SAF/IA to succeed at building a Pol-Mil core competency.  Often, core competencies refer to resources and capabilities that allow the organization to develop and/or sustain a competitive advantage.  It might also be valuable to convene a round table or focus group session to discuss Pol-Mil functions with other relevant security assistance officials and organizations.

b) Develop a hiring/recruitment and training plan for the Pol-Mil function.  This will necessitate determining a minimal level of capabilities in new recruits as well as determining certain classes and courses to enhance SAF/IA skills in critical areas.

c) Determine where the Pol-Mil competency will be housed or overseen internally.  Currently this competency seems to reside or at least is coordinated by the Country Director.  However, it also requires cross-functional input including attachés, FAOs, disclosure expertise, weapons expertise and policy.  Optimizing the various capabilities that comprise this competency will be complex.  

d) Develop performance measures to track and monitor SAF/IA’s progress with Pol-Mil (i.e., foreign language courses, cultural awareness, number of agreements initiated, number of cooperatives discussed, etc.).

e) Determine and develop expertise in the technology and mechanisms necessary to excel at this function (i.e., encrypted weekly reports with attaches, foreign newspapers, policy development, and foreign industry coordination).  In addition to the determination of skill sets, SAF/IA should determine what other resources such as technology are necessary to excel at the Pol-Mil function.  Since this function is centered on information and relations, information mechanisms and communication will be critical success enablers.

3. Process Reengineering and Technology Improvements 

Although most of the external customers and internal employees surveyed overwhelmingly consider SAF/IA products to be of high quality, timeliness is identified as a persistent problem.  Internal employees are even more critical of timeliness and this is consistent since they see many of the internal processes and issues that are not visible to the external customer.  This major theme is also common to SAF/FMBIS and a detailed discussion on SA/FMBIS follows the SAF/IA improvement opportunity section.

Evidence/ Research

There is strong consensus from both external customers and internal employees that timeliness issues were concentrated in a few primary/core processes and critical support functions.

External Customer’s Direct Quotes on Timeliness and Process Problems:

· With the best of intentions, SAF/IA activities are long laborious actions, which, although not necessarily under SAF/IA control, are never quick, and cause us customers to have to plan extraordinarily long amounts of time to get specific tasks completed.  Frequently the product is a policy which seems to reflect a "this is how we have always done it" policy rather than an in depth analysis of the best way based on today's environment.

· To assist in the redistribution of policy issuances, it would be helpful to receive issuances in electronic form or be able to electronically access/extract issuances from a SAF/IA website.  Please note that AFSAC has had the intention of implementing this electronic mechanism itself but due to work priorities, etc. has not yet established the capability.

· A single document, frequently updated, that summarizes AF release policy for various weapon systems and regions (and including the results of other release processes such as the Tri-Service or LO/CLO EXCOM and referencing the RA for any ENDP action that was accomplished).  This would help eliminate staffing some export license cases if there is a clear policy already established.  In addition it would help identify any apparent inconsistencies (such as release of a much lower tech F-16 to NATO vs. the block 60 to UAE).

· In today's ever-changing international environment, especially that related to the major non-proliferation issues, the US has applied sanctions to existing and potential armaments cooperation partners.  This has been the case with specific institutions and companies in Russia as well as India and Pakistan and China.  There was a significant delay in receiving official DOD and AF policy regarding actions to be taken in each of these instances.  There is a definite need to establish a rapid distribution route for this type of policy so that no AF entities are in violation of US national policy.

· An enhanced status database would be useful.  Currently, SAF/IA is working with industry on the Hamre initiative to pursue an inter-agency licensing system that would establish connectivity, add efficiencies, transition to more electronic and less paper.

Internal SAF/IA Employees Direct Quotes on Timeliness and Process Problems:

Disclosure, LOA and P&A Primary/Core Process

· The LOA process is territorial and cumbersome; too often packages wait for people to review them; some personnel seem to provide little or no value to the LOA routing process.

· Because of bottlenecks caused by number of LOAs flowing through the Doc Prep section, we experience administrative delays in getting final product to customer.  Past delays have been caused by not having enough Doc Prep people (those in place work competently and hard to get tasks done).  Situation may improve with change over to new DSAMS--but for now remains an "efficiently/effectively serve the customer" concern.

· We must devise a system to track LOA's from start to finish.  There have been numerous problems with the packages being lost or misplaced.  In my opinion, I see that SAF/IAX and the Country Director should be jointly.

· Both pricing & availability and LOA information are exceeding published timelines...and exceeding them by enough time to draw customer concerns/questions.

· There is no standardized format or response times associated with many products and there is no "central" point for retrieving data.  Computer resources are not used efficiently.

Support Process: Documentation Preparation and Quality Assurance

· Availability of IAX support services is sporadic due to single-person skills, TDY, leave, and AWS.

· There are some internal support functions that make serving the customer easy.  However, the function that negates efficiency is Policy.  On numerous occasions documents sit because most of the division is TDY to same location and no sharing of information.

· Lack of quality control in documentation leaving the division, allowing confusing mistakes in packages to go out anyway, for the most part, the mistakes are a product of hardheadedness (an unwillingness to have others review work for correctness).

· Though the functions are there, there doesn't seem to be enough surge capability to meet the need of the customer.   It doesn't seem like there is enough motivation among the FIMSAs  nor enough Doc Prep people to respond to a surge in the workload.  The LOA quality control at all levels is minimal at most levels.  If we were to start from scratch on the same case twice, using the same people, we would get different information and prices both times some times prices differing by millions of dollars.

Support Process: Front Office Functions

· Front office leadership is lacking - or not being communicated to the lowest levels.

· Front office staff does not support any of the divisions.

· Getting paperwork through the SAF/IA front office is often a slow process.

· First, the organization used to be flatter.  By this I mean that you could tell/get any GO or the Boss's OK and press.  Now you must go through the GO's to get to Mr M.  This adds an extra layer of bureaucracy.  Second, it appears that the senior leadership (front office) is more concerned with actual specific programs, than with its people.  They need to spend more time working the people/personnel/health of the organization issues and less on the actual specific programs.  We do not need super A/Os , we need leaders and managers from the front office.

Issues

From the diagnostic tools, KPMG has determined that timeliness issues and potential process bottlenecks are concentrated in the following areas:

1. DDLs, ENDP, Export Licenses and Disclosure Policy, and General Status and Information

2. LOAs and P&As

3. Front Office receipt, dissemination, and paperwork/correspondence coordination

4. Document preparation, tracking, and Quality Assurance (QA)

Improvement Opportunities

· Major Theme/Issue:  Process Reengineering & Technology Improvements

· Major Area of Impact:  Two primary/core processes (Disclosure Policy and related products and LOAs and P&As) and two critical support functions (Front Office Functions and Documentation preparation, tracking and quality assurance) are the focus areas for this improvement opportunity.

· Cost Implications: The ABC model identifies over $4 million associated with this improvement opportunity.  Detailed costs are as follows: DDLs ($646,333), Disclosure Policy/Reviews ($465,448), License/Policy Reviews ($1,593,941), LOAs ($445,229), P&As ($367,852), Doc Prep/QA ($193,922), Executive Correspondence/Tracking ($379,937)

Perhaps no other issue demonstrates the importance of the value chain analysis than the disclosure policy/products, LOA and P&A processes.  There are a number of issues surrounding the core processes itself and their linkage with the support functions that enable them.  The improvement opportunities involve a combination of technological, process (flow and sequence) reengineering and staffing improvements.  Each improvement opportunity is discussed below:

1. Automate DDLs, ENDPs, Export Licenses, Disclosure Policy, and General Status and Information Distribution

The activities, services and products produced by SAF/IAD are some of the most visible and critical within SAF/IA.  Despite the overwhelming response by both external customers and internal employees regarding the quality and value of these products, there are numerous suggestions for improvements.  Most of these simply involve utilizing technology to automate and make the process more open and transparent to the customer.  Along with the technological improvement, however, comes the need to look at disclosure and export processes.   In fact, SAF/IAD commented during the ABC modeling that several processes and products/services were under discussion for automation.  KPMG recommends the following initiatives: 

a) Develop an enhanced enterprise-wide Disclosure Database to track and display status of export licenses, ENDPs, DDLs, current releasability policy and history of releasability issues.  From customer and internal employee feedback, there does not seem to be a seamless process to check status, pending export applications, and/or releasability policy and issues.  The releasability issue and history appears to necessitate the development of a single, streamlined document process that summarizes release policy for weapons systems including past issues and ENDPs.  As many customers have commented, this initiative may help to alleviate the staffing of unnecessary export licenses cases and assist with consistency and equity of decisions.  The initiative may also warrant reviewing the broader disclosure process.  For instance, why are all weapons systems not centrally coordinated and classified by disclosure status/authority and geography?  Why are single applications even necessary?  The entire review process is not under the control of SAF/IAD, unfortunately, which makes expediting some release issues difficult.  However, status and visibility may assist with issue resolution. 

It should be noted that a number of very successful reengineering initiatives have occurred within SAF/IAD, however because of the visibility and importance of disclosure to FMS there is opportunity for further improvement.  Most of initiatives have addressed timeliness and decreasing the turn-around time of products.  The latest customer feedback is mostly centered around issues of visibility, consistency and coordination..

b) Develop a mechanism to rapidly distribution policy issuances, sanctions and armaments, and general security assistance and international information and news.  Several customers commented on the time lag between policy decisions and changes and notification or distribution to AF organizations.  This appears to necessitate not only coordination and partnering with DoD security assistance and disclosure organizations, but also internal mechanisms and processes to update notices and rapidly post and distribute the information.  Because most of this information involves disclosure and export issues, KPMG recommends that the system and process be housed in SAF/IAD.  This warrants looking at the current (as-is) process, reviewing manpower allocation and developing the refined process and systems.  

2. Streamline the LOA and P&A Process

The LOA and P&A processes are often hindered by external coordination and information accessibility, internal support functions and manpower or staffing problems.  KPMG recommends the following initiatives to improve the core LOA and P&A process:

a) Analyze the internal SAF/IA process/route of LOIs and LOAs.  Several internal employees have questioned whether all of the points are necessary.  There are a few ways in which to study this process.  An interorganizational process map can be helpful in identifying the various levels and parts of the organization that these documents are sent through, as well as noting the time duration in each area.  Another method is to manually track and monitor a handful of current or historical pilot documents/projects and determine where bottlenecks and delays occur.  

b) Develop single information repository and research channel(s) for LOAs, RFIs, P&As and routine information.  Since the core of the LOA process is the information gathering and presentation, review of the adequacy of the data and the information systems and databases is suggested.  Information and systems across the regions tend to vary greatly as does research and information availability and capability.  Several internal employees have stated that this lack of a central database or research information is a hindrance.  Therefore KPMG recommends establishing a central information system for research information data and retrieval, and a data warehouse of case history.  Additionally, understanding the requirement and objective of the LOA upfront is critical to avoiding delays downstream.

c) Analyze manpower and/or staffing and work distribution around core processes and support functions.  Several external customers commented that the manpower is just not available to address the workload.  This can result from one or a combination of the following root causes:

· Poor or uneven workload distribution 

· Poor processes and technology (addressed in the improvement opportunities above)

· Excessive workload

To determine which issue is driving timeliness, internal tracking or random tracking of workload must occur.  This will provide indicators of the allocation of the workload.  For instance, if an average of 1,000 LOIs are received monthly, and 80 percent go to Pacific and Europe, these divisions might need more personnel.  Likewise, if the major part of the workflow is in the support areas or other primary areas (SAF/IAD or SAF/IAQ), perhaps additional resources are needed in the primary and support areas.  If the workload is simply too much and extra manpower or manpower reallocations are not possible, then either the process, the technology used, or the workload demand itself needs assessment.  Decreasing workload is a function of filtering requests up front and rejecting frivolous requests or simply placing low priority requests in a lower priority category of work assignment.  Along these same lines, technology can assist with either automating the process(es) and/or identifying past requests and replies of a similar nature and potentially using a template or generic reply.

3. Streamline & Automate Major Support Functions: Front Office Functions, Document Preparation, Tracking, and QA Process

Critical support functions often govern the success and efficiency of the disclosure, LOA and P&A processes.  Specifically, front office functions and document preparation, tracking and QA support were areas identified as needing support.  KPMG offers the following opportunities for improvement:

a) Review and streamline the document preparation and QA process.  While SAF/IA employees acknowledge the need for a QA process, they felt the process could be faster.  QA can be performed in three areas of the work stream: (1) incoming (beginning), (2) intermittently (throughout/concurrent), and outgoing (end).  SAF/IA performs their QA at the end and this end QA only entails grammar, spelling and presentation.  It might be worthwhile to look at spreading the QA procedure throughout and building in a more stringent QA process for content through standards and concurrent review.  Additionally, assuring that the requirements upfront is well understood is critical. 

The document preparation function will be moving to AFSAC.  Document preparation has a number of stages that usually begin with some standard template that the organization uses to respond or package its products/services, understanding the upfront requirements, assuring that the data and analysis capability is available, and a host of official functions such as executive signatures and corresponding customer addressees and officials.  Portions of this document preparation piece could be decentralized or automated within the document tracking discussed below.

SAF/IA should also look at the Cost of Quality (COQ), the industry terms for what the organization is spending on QA processes.  From the ABC model, SAF/IAX is spending $193,922 on document preparation and QA functions.  Additionally, other areas probably have a small QA process imbedded within them.  This does not appear to be a substantial figure for an agency with an operating budget of roughly $21 million a year, thus more resources in this area might be warranted.

b) Review and streamline front office functions.  Internal employees have commented on a number of front office functions including receipt and dissemination of taskers, speed of correspondence and paperwork, and general front office support.  KPMG recommends an efficiency assessment/review of this inflow/front office function.  This does not have to be complicated and can either be in-depth interviews, observing incoming streams of work, and/or process mapping.  Most of the time, organizations are simply inundated with paper and correspondence.  Simple document and task tracking procedures and technology can be of great assistance.  This can be in the form of a scanning and distribution system or as simple as using the existing e-mail system.  There are integrated workflow management technologies and solutions available in the marketplace that cab address this issue.

SAF/FMBIS Process Reengineering & Technology Improvements

External customers and internal employees surveyed agree that SAF/FMBIS products and services are generally of good quality and timely.  External customers commented that improvements in the use of technology to provide customers with quicker responses and decisions are necessary.

SAF/FMBIS Evidence/ Research

SAF/FMBIS customers and employees commented on the need for improved processes and technology.

External Customer’s Direct Quotes of Timeliness and Process Problems:

· True in general.  Sometimes we're into a new FY/Qtr before FMBIS issues our funding documents, and sometimes they contain errors.  Sometimes FMBIS is very slow to respond to financial policy questions.

· No, electronic medium is not being sufficiently used to expedite and document execution.

· I believe that FMBIS should have a greater role in future systems, interface maintenance/ changes, and the implementation and interpretation of policy.

· As with the entire financial management communities there are significant opportunities to better utilize technology and automation.  FMBIS is pursuing these opportunities.

· FMBIS still faxes FMS Admin funding documents instead of transmitting them electronically.

Internal SAF/FMBIS Employees Direct Quotes of Timeliness and Process Problems:

· The quality is always good, while the timeliness is mostly excellent.  Sometimes, the timeliness is subject to factors external to this office.

· Yes, our products are timely and of good quality.  Infrequently, we are subject to delays from external agencies like DSCA.  When this occurs, we keep our customers informed and take any action we can to work around the problem.

· There are some problems with reduction in civilian workforce AF wide.  The work force has fewer people but there is not a corresponding reduction in the amount of work.  With the remaining people doing the work of those that have left, a number of tasks are given a lower priority.

SAF/FMBIS Issues

An analysis of the external customer survey and internal SAF/FMBIS survey focuses on the following two areas:

1. Technology and automation 

2. Electronic correspondence 

SAF/FMBIS Improvement Opportunities

· Major Theme/Issue:  Process Reengineering and Technology Improvements

· Major Area of Impact:  Should be conducted organization-wide; however, specific areas of technology improvement center around budget execution and budget call

· Cost Implications: The ABC model identifies about $159,000 associated with SAF/FMBIS budget justification, guidance, and execution functions

1. SAF/FMBIS should implement technological improvements in order to provide customers with up to date products and services in a timely manner.  

a) Front-end analysis of current system capabilities.  This needs-analysis allows SAF/FMBIS identify the shortfalls of their current computer system.  Align customer work requests with system and determine where modifications need to occur.  

b) Provide technology training to staff to handle new system and avoid bottlenecks in workflow due to lack of troubleshooting knowledge.

2. Electronic correspondence should be used for reviewing and approving deliverables such as tuition course pricing guidelines and funding execution to HQ AFMC.  Forms can be sent via e-mail for review, editing and final approval and forwarded on for final action.

a) Require use of electronic correspondence for all transactions.  SAF/FMBIS works with a number of forms that need to the reviewed, edited and approved by different parties located in various geographic regions.  All forms need to be formatted into electronic medium and transferred to interested parties via e-mail. 

4. Optimization of Capabilities, Knowledge and Talent

Knowledge sharing, adopting best practices, and maximizing capabilities in areas of strategic importance are fundamental survival and strategy issues for any organization.  From the diagnostic tools, a number of customers and employees commented on opportunities that SAF/IA should maximize in order to leverage existing capabilities.  

Evidence/ Research

Customers and employees commented extensively on the need to leverage and maximize existing knowledge and organizational capabilities.

External Customer Direct Quotes on Maximizing and Leveraging Existing Capabilities and Resources:

· Their greatest weakness is their failure to use their greatest strength.  SAF/IA can be a leader in the evolution of policies related to dealing with US allies.  SAF/IA represent both FMS interest and DCS interest.  SAF/IA is the only organization which, talks directly to the foreign customer.  SAF/IA is the only organization which, can understand why a country does not want to purchase a US system FMS.  SAF/IA is in the unique position of providing first warning of a mismatch between customers and products.  That knowledge needs to be put back into the product to keep it attractive.

· IA should be in the forefront of policy development and implementation for FMS programs; needs to fill in the voids when existing guidance is incomplete; needs to provide sufficient resources to support outside or other taskings when not in current scope of agencies tasked; need to realize that "no" is a valid answer sometimes as well.

· SAF/IA is clearly, the leader among the three services in supporting defense contractors pursuing international sales.

· IAS' DSS tool and roadmaps support disciplined RSAF budgeting and subsequent program execution.

Internal Employee Direct Quotes on Maximizing and Leveraging Exiting Capabilities and Resources:

· We often re-invent the wheel; poor training program; purchasing something is difficult -- not timely.

· Too much time is spent "re-inventing" the wheel.  Continuity books and a central information source on the network would do wonders to our efficiency.  We have the capability (Computer resources) but  we do not use them efficiently.

· Internally developed information is stovepiped, hard to find, unavailable in standard formats or locations.

Issues

In addition to the above feedback, the ABC modeling session revealed a tremendous amount of untapped potential for leveraging capabilities within the various parts of the organization.  KPMG discovered areas of the organization that used innovative best practices to address common structural problems.  Yet, other divisions were hampered by these very problems.  Specific issues include:

1. SAF/IA does not optimize and leverage its ability to influence and guide international, disclosure and FMS policy evolution and decisions.

2. There are best practices within the organization that should be adopted across the organization as needed.

Improvement Opportunities

· Major Theme/Issue:  Optimization of Capabilities, Knowledge and Talent

· Major Area of Impact:  Should be conducted organization-wide; however, specific concerns include extending the Decision Support System (DSS) capability across the regions

· Cost Implications: The ABC model identifies a resource allocation of $53,000 for the Saudi DSS not including contractor support

KPMG recommends two initiatives to leverage existing capabilities and resources.

1. Implement an enterprise-wide Regional DSS System similar to the Royal Saudi Air Force (RSAF) DSS System.  Although the RSAF DSS Systems is a very simple Access database that needs enhanced functionality it has allowed RSAF to solve or at least mitigate structural problems inherent within the SAF/IA organization for the use of a common knowledge containing database.  For instance, the DSS tool assists in minimizing the impact of military turnover, knowledge loss, and one-person deep positions due to manpower limitations. 

The following definition supplied by SAF/IAS is from the ABC model and describes the RSAF DSS tool: Computer based Access system that tracks short, medium and long term strategic planing that allows Saudi and USAF to make strategic decisions.  Input includes short term budget, requirements, and long term strategic roadmaps.  Method to plan for future.  All programs contribute to the input (i.e., certain weapons systems are available in limited production periods).  Industry provides input (Raytheon informs of missile lot buys).  

As the definition reveals, this tool assists with strategic decision support, case history and profile of the customer as well as strategic data such as weapons production periods.  It would be cost effective and relatively easy to extend this capability across the other regions and even provide limited connectivity to support functions such as SAF/IAW, SAF/IAD, and SAF/IAX.

2. Maximize and leverage SAF/IA’s access to information, relationships and knowledge to guide and impact policy development.  One customer put it elegantly with the statement: “SAF/IA should be at the forefront of policy development and implementation.”  Another commented that SAF/IA’s “greatest weakness is their failure to use their greatest strength.  SAF/IA can be a leader in the evolution of policies…”  One strategy is to develop a mechanism, a cross-functional team or even a continuous “emerging issues” white paper with internal, field, foreign and attaché inputs.  This would function somewhat like an R&D capacity.  SAF/IA’s business is largely centered around information, therefore capabilities that augment its ability to capture, formulate, store, and interpret information in the international and FMS arena as it relates to the Air Force is critical.  Such a capacity should probably be housed either in SAF/AFAAO or SAF/IAQ because they have an ability to tap into attachés and foreign representatives as well as in-house country directors.

5. Lack of Standardization, Coordination and Communication

Consistency, coordination and communication are important qualities that allow an organization to maintain standard procedures and deliver consistent products and services.  External and internal feedback raised a number of issues regarding consistency, coordination, and communication, as well as organizational position.

Evidence/ Research

Customers and employees disclosed numerous detailed comments on the need for consistency and standardization of processes, products and services.

External Customer Direct Quotes on Standardization, Consistency, Coordination and Communication:

· There needs to be more communication between AFSAC and SAF/IA. For example, minutes of in-country meetings between SAF/IA and the host country should be sent as a courtesy to AFSAC; any new directives that are issued by the State Department or DSCA.
· There are occasions when the program office concerns have not been incorporated into the AF position for a particular export case due to oversight or the license not being staffed to the correct office (especially if it is not a fielded US system, but a commercially developed system for export).  Another problem area is SAF/IA putting in a position to approve a licenses that actually requires ENDP approval. There is lack of consistency in determining what requires an ENDP (e.g. release of Maverick for Mirage for country Y when approval has already been granted for Maverick/F-16).
· Weaknesses - tendency at times to not seek input from field units about important program issues being pursued at DSCA/OSD levels and to not timely share program information emanating from those levels.  This weakness is magnified at a time of significant, multi-faceted program initiatives being pursued which will directly affect business operations.
· Numerous roles and mission over laps--need to work this area hard so everyone involved is informed of who and what responsibilities are theirs.  With FMS customers who exploit any opportunity to create tension we have a reoccurring responsibility to revisit this sensitive area at least yearly.
· I believe there are many TDYs that are unnecessary and do not take advantage of SAO organizations in-place, that can do much of the coordination.  When in-country, SAF/IA personnel have operated too independently of established SAO organizations - this is improving slightly at present.
Internal Employee Direct Quotes on Standardization, Consistency, Coordination and Communication:

Employees sited a number of consistency and communication issues as reflected in the following feedback: 

· No clear direction of the position the organization is taking on any given issue.  Continually second guessing which battle to fight.  Organization needs clear definitive guidance from senior management.

· There is no standardized format or response times associated with many products and there is no "central" point for retrieving data.  Computer resources are not used efficiently.  Electronic coordination should be used much more and should be enforced as the standard
· Lack of communicated vision, goals and objectives down to lowest levels, lack of communication overall, indecisiveness by senior managers in that they are reactive instead of proactive and crisis management is the norm instead of the exception.  Senior managers have poor time management and their priorities are not always the best. They are gone a lot like absentee landlords, collect the rent but put nothing back into the property.  Actions can't get signed because they haven’t empowered anyone, decisions can't be made because the ones they left behind don't know anything, and they strip the sections of people and whole functions shut down for days or weeks at a time because no one is left.  Senior managers do not involve their subordinates in the planning process and most of the time in the execution process for internal operations.  They are told to execute and a lot of times, if they would have been involved, errors, poor policies and miscommunication could have been prevented.
· Our weakness lies in 1) our employees who have been doing "our division work/MOU's" the same way for years and profess 'its worked this way ever since I've been doing ---blah, blah, blah......; and 2)  to the energetic "new employees" who soak up information from all areas of the govt (state, commerce, OSD etc) for a "big picture" approach are often criticized by certain "rice bowl" organizations.  Because of the varying points of departure of how to do staffing, MOU's, SSOI's, DEA's, etc., our products have been at times commented on as either confusing or seen as inconsequential…
· Better "up-front" and early work could be done between the various divisions to address potential issues.  For instance, we get excellent support from our disclosure office. But there sometimes seems to be poor communication between IAD and the field disclosure offices.  Also we could work better at defining potential disclosure actions that require interagency coordination earlier in the process so that last minute coordination activities are not required.

SAF/IA employees have varying views regarding internal communication flow.  The quantitative performance ratings are listed in Table 5.

Table 5
 SAF/IA Internal Communication Flow & Consistency

Product/Service
Rating

Internal Employee Ranking of Internal Communication Flow & Consistency:
1.89

Internal Survey Scale: 1= Poor Performance; 2= Satisfactory; 3= Good; 4= Excellent

Issues

There is overwhelming consensus from the external and internal feedback to develop standardization, consistency, coordination and communication in products, policy and positions.  Specific issues include:

1. Varied ways of producing products and inconsistent policy positions has caused an image of inconsistency.

2. Internal communication and coordination is lacking.

3. Non-standardized format and inconsistent data and information sources impact quality and timeliness of products and services.

Improvement Opportunities

· Major Theme/Issue: Standardization, Coordination and Communication

· Major Area of Impact: Should be implemented organization-wide; however, specific areas of concern are LOAs, P&As, RFIs and overall organizational positions.  

· Cost Implications: The ABC model identifies about $4 million associated with the solely regional functions including LOAs, RFIs, and P&As.

1. Build in standardization and consistency through decision support mechanisms and consistent data and information sources and channels.  For instance, consistency on positions and policy should stem from common policies and procedures and information sources.  Common information sources or decision support mechanisms should be established such as a database of past decisions, updated policy and notices, and frequent communication.  SAF/IA could also develop an internal policy team that addresses communication, coordination and consistency on issues and products/services.  Such an Inter Process Team will meet continually to update overall policy and consistency issues and convene as necessary on special projects.  Results and decisions should also be openly communicated with the entire organization.

2. Coordination and Communication reverts back to the discussion of the interaction and optimization of the primary and support links in the value chain.  Not only must SAF/IA tear down the stovepipes and internal competition, but also the entire process around products and services must be open and fluid.  Use of information systems and technology will aid to some extent with information/data sharing and consistency.  However, procedures and other mechanisms must be created to sustain and enable open coordination and communication.  It is customary that such formal mechanisms be developed around processes and products/services.  However, there should also be informal communication such as chat sessions, the previously mentioned “emerging issues” white paper, and/or more open notices and issue discussions.  Much of the coordination and communication centers on awareness of what is in the pipeline and notification of critical deadlines.  A standard process (as discussed above) and a more efficient workload tracking systems (as discussed in improvement opportunity #3) can enable such communication.

SAF/FMBIS Lack of Standardization, Coordination and Communication

This information should be SAF/FMBIS decisions, new policy and should be communicated to occur on a constant basis that is accessible to all customers.  External customer surveys cited many consistency and communication issues.  

SF/FMBIS Evidence/ Research

SAF/FMBIS customers had some concerns on coordination and communication issues.

External Customer Direct Quotes on Coordination and Communication:

· SAF/FMB should work closely with SAF/IA and DSCA to expediently provide funding execution to HQ AFMC.

· Realign some of the functions to SAF/IA.

· The organizational change to a budget office deterred the true purpose of this office.

· FMS Admin Budget responsibility/authority [should be] transferred to SAF/IA.

· Issue policy when decisions are made verses answering a single question and the situation.

· When SAF/FMBM issues financial policy for the appropriated budget side of the Air Force, many times there are questions as to if and how it applies to FMS.  SAF/FMBIS should issue concurrent guidance for the FMS side stating if and how the policy applies to FMS.

SAF/FMBIS Issues

Two predominant issues emerged from the feedback:

1. Communicate decisions on policy to all customers consistently.

2. Coordinate with outside agencies to assist customer with budget call, justification and execution.

SAF/FMBIS Improvement Opportunities

· Major Theme/Issue:  Standardization, Coordination, and Communication

· Major Area of Impact:  Should be conducted organization-wide; however, specific areas of concern for SAF/FMBIS include external coordination regarding budget justification and execution, as well as general inquiries and guidance.

· Cost Implications: The ABC model identifies about $169,000 associated with budget execution, justification, guidance, and general inquiries

KPMG offers two suggestions regarding SAF/FMBIS communication and coordination issues.

1. Communication of decisions on policy, guidance and FMS interpretations should occur on a regular basis in a standard vehicle that is accessible to all customers.  SAF/FMBIS should also track customer inquires and resolve them effectively.  Clarified or resolved inquiries should be posted or disseminated for other customers who might have a similar question.  The SAF/FM home page is an ideal medium for such notices and publications.  In addition, the development of the SAF/IA home page should also include links to the policy information contained on the SAF/FM home page.

2. Coordination with outside agencies is imperative to provide customers with the best possible service.  According to customers, SAF/FMBIS should better coordinate with SAF/IA and DSCA to improve funding execution, justification and budget call tasks.  SAF/FMBIS should convene a round table discussion with these agencies and other business partners to determine ways in which to improve budget calls, justifications and execution.

6. Lack of Coherent, Uniform Training and Competency Program

Training and competencies are a core part of any organization’s strategy and success.  Both external customers and internal employees identified a lack of consistent and uniform training and skills.  Specific competencies identified include financial management (FMS, acquisition and purchasing skills), weapons support, foreign language, and general duties performed by desk officers.

Evidence/ Research

Customers and employees provided strong evidence on the need for specific technical skills, big picture international knowledge and FMS skills and training.

External Customer Direct Quotes on Training, Competencies and SAF/IA Skills:

· New employees take several months to learn FMS game.  Operators need to learn acquisition, policy and coordination.

· SAF/IA personnel are generally knowledgeable; however, new personnel must learn about their jobs.  Providing more training in-house and attending courses, such as those offered by the Society for International Affairs (SIA), would help.

· Most of the desk officers know the weapon system that is being procured by the county. They don't know what all is involved to maintain it. i.e. tech data, spares, reparables, etc.

· Because of rated manning shortfalls in USAF, they do not always have enough personnel with fighter background to work issues in timely manner.

· IA people are generally talented, and knowledgeable of weapon systems, but not the complications of their acquisition.  For complex systems, the accompanying baggage of co-development, offsets, licensing, disclosure, as well as the systems acquisition process, warrant a little more training for the staff.

Internal SAF/IA Employee Direct Quotes on Training, Competencies and Skills:

· Lack of consistent, in-depth, full spectrum knowledge of countries and regions.  There is no standard requirement for education, and experience for country directors.  FAO program will help build the pool.

· Not enough SAF/IA expertise in non-pilot mission areas of the Air Force (Maintenance, Info Ops, Space Ops, Battle Mgmt, etc.) and location (not being in the pentagon makes coordination more difficult).

· Turnover is certainly a factor.  Not having the right people with the right skills is also a problem.  Arbitrary ceilings (such as high grade and headquarters) are impediments.  Inconsistency among divisions.  Communication.  Training.

· Training occurs very rarely.  I was unable to attend the one training class held in SAF/IA for action officers during the last year.  I think I could have been more effective if there had been another training opportunity that I could have taken advantage of.

· [There is a] lack of training and the lack of support received from support functions.  Support branches seem to have forgotten their purpose is to support.

Issues

Internal and external feedback identify a lack of training and competencies in SAF/IA.  Specific issues include:

1. Military turnover and resulting learning curve of new officers is impacting timeliness.

2. Specific competencies are lacking such as FMS, acquisition and purchasing, weapons systems and general desk officer skills. 

3. Internal employees cite a general lack of emphasis on training within the organization.

Improvement Opportunities

· Major Theme/Issue:  Coherent, Uniform Training and Competency Program

· Major Area of Impact:  Should be conducted organization-wide; however, specific skill sets have been identified such as financial/FMS, weapons, disclosure, and general desk officer duties

· Cost Implications: The ABC model identifies a budget of only $14,460 for SAF/IA training, but has the potential to impact all SAF/IA employees, with a total personnel cost of over $ 17.4M

KPMG offers three suggestions to assist SAF/IA with issues regarding training, skills, and knowledge.

1. Develop enterprise-wide training and competency plan.  SAF/IA should list the capabilities and resources necessary for each of their core competencies and core product/service lines.  After taking such an inventory, training plans should be put in place to increase competency and skill levels.  Specific skills identified in the feedback include financial management (FMS, acquisition/purchasing), weapons systems, FMS and international affairs skills and functions, as well as general desk officer skills. 

2. To address turnover and one-person deep offices, cross training and flex positions should be implemented.  Cross training is simply rotating certain employees to other areas to assure that more than one person has a necessary skill and/or competency.  Flex positions can be either full-time flexible positions, part-time and/or even seasonal to assist with surges and spikes in particular areas.  Obviously, classified and/or specialty areas would necessitate a regular hire.

3. Divisions should review their civilian to military composition.  Given the high turnover of military personnel, buffering certain areas with civilians to assist with the transition of new military personnel might be helpful.  According to the SAF/IA ABC model, the civilian to military ratio across SAF/IA divisions are as follows:

Table 6
 Civilian/Military Personnel Ratio

Division
Civilian
Military
Total

IA
3
12
15

IAD
18
9
27

IAE
5
17
22

IAG
4
7
11

IAL
2
7
9

IAM
3
11
14

IAP
4
14
18

IAQ
16
8
24

IAS
2
5
7

IAW
2
12
14

IAX
19
6
25

AFAAO
5
12
17

Total
83
120
203

SAF/FMBIS Lack of Coherent, Uniform Training and Competency Program

An employee is the best asset any organization possesses.  SAF/FMBIS values its personnel and constantly strives to cater to their needs or personal and professional growth.  This sentiment is evident from the external customer and internal survey results, although some valid concerns were raised by both.

SAF/FMBIS Evidence/Research

SAF/FMBIS customers and employees commented on knowledge and skill training.  The following paragraphs provide insight into the comments taken form the surveys conducted with external and internal customers.

External Customer’s Direct Quotes on Personnel Training, Competencies and Skills:

· They provide [good service] as long as they stay in their position a while.  There is of course a learning curve as new personnel come on board.

· FMBIS personnel are very knowledgeable and know their job well.  They are very pleasant and a joy to work with.

· Strength - Current supervisor is much more knowledgeable and helpful than former supervisor.  Weaknesses - Too few people and too much personnel turnover.

· They […] they need to strengthen their internal network in SAF and clarify overlapping responsibilities.

Internal SAF/FMBIS Employees Direct Quotes on Training, Competencies and Skills:

· Our greatest strength is the talent of the staff.  We have extremely bright, highly motivated staff members.  Another strength is in the staff's flexibility.  Because we are a small group, we must respond to a wide array of tasks and policy issues.  Each person is able to address divergent subject areas with great skill.  Our greatest weakness in serving our external customer is that we own practically nothing in terms of process and we are spread thin trying to provide support to a variety of customer needs.  Because of this, we control very little but support everything.

· Weaknesses: Minimal pertinent training available, lack of effective funds control/execution monitoring system.

· A weakness is that being a small office we do not have the resources to assign alternate POC's for our varying programs.

SAF/FMBIS Issues

SAF/FMBIS has a high level of responsibility for which its employee’s are routinely challenged.  The following is a list of issues that customers and SAF/FMBIS employees are constantly dealing with.

1. Organization stretched too thin for varying amounts and types of tasks.

2. High turnover in recent years has led to a staff that is constantly on a learning curve.

3. Training of personnel not possible due to lack of alternate POC or back up.

4. Staff is in need of FMS training.

SAF/FMBIS Improvement Opportunities

· Major Theme/Issue:  Coherent, Uniform Training and Competency Program

· Major Area of Impact:  Should be conducted organization-wide; however, specific skill sets identified include financial/FMS 

· Cost Implications: The ABC model identifies a cost of $15,000 for SAF/FMBIS training in FY 99 not including non-FTE training costs but has the potential to impact all employees, with a total personnel cost of over $ 592 K

1. SAF/FMBIS has migrated to solely a Budget Office but seems to have initiated or continued a number of other responsibilities that constantly pull its very small staff in different directions.  SAF/FMB must assess the tasks being undertaken by SAF/FMBIS and determine if there is a proper alignment.

2. Most SAF/FMBIS employees are new and need training to perform optimally, but training time is not available due to workload.  Cross training of employees is imperative to provide temporary coverage during position vacancies and even the use of flex positions to augment the staff during periods of peak workload.
7. Strategy, Vision and Management Issues

Personnel and management issues exist in every organization.  Internal feedback suggested the need for better management and employee relations, an employee recognition program, as well as clear organizational vision. 

Evidence/ Research

Issues involving strategy, vision and management culture was an undercurrent throughout the customer and employee feedback.  This issue was not only important enough to justify discussion as an independent themes but also impacted all of SAF/IA’s major themes, products/services as well as employee morale.

Internal Employee Direct Quotes on Strategy Vision and Management:

Employees sited a number of organizational strategy and management issues as reflected in the following feedback:

· Low morale in that it is not a pleasant experience coming to work everyday when you are treated like crap and taken advantage of by management, lack of mentorship of senior managers in that they don't teach their subordinates what they know but leave it up to them to learn by themselves, the regions are not quality controlling their cases and actions before they come up to policy for review and action.  Administrative errors and mistakes could have been caught and correct if they were QCd before.  No one is held accountable at the country manager level.

· We need a clearer, leadership driven vision for who we are and what is most important.  Major weapon system sales typically become the centerpiece of country activities. It would be helpful for the front office to periodically articulate organizational priorities (independent of system sales) in countries and regions.

· Management has not clearly spelled out the role of the organization.

· Weakness - no clear vision of what our main goals and therefore are reactive putting fires out and jumping from one thing to the next--never know what is important.

· Weakness:  Lack of communicated vision, goals and objectives down to lowest levels, lack of communication overall, indecisiveness by senior managers in that they are reactive instead of proactive and crisis management is the norm instead of the exception.  Senior managers have poor time management and their priorities are not always the best. They are gone a lot like absentee landlords, collect the rent but put nothing back into the property.  Actions can't get signed because they haven’t empowered anyone, decisions can't be made because the ones they left behind don't know anything, and they strip the sections of people and whole functions shut down for days or weeks at a time because no one is left.  Senior managers do not involve their subordinates in the planning process and most of the time in the execution process for internal operations.  They are told to execute and a lot of times, if they would have been involved, errors, poor policies and miscommunication could have been prevented.

SAF/IA employees have varying views regarding organizational strategy and vision and management issues.  Relevant quantitative performance ratings are displayed in Table 7.

Table 7
 SAF/IA Rating of Recognition/Awards and Leadership Guidance and Vision

ISSUE
RATING

Internal Employee Ranking of SAF/IA Recognition/Awards Program:
1.66

Internal Employee Ranking of SAF/IA Leadership Guidance and Vision:
2.07

Internal Employee Value Scale: 1= Poor Performance; 2= Satisfactory; 3= Good; 4= Excellent

Issues

Internal employees commented on a number of potential organizational improvements.  Specific issues are as follows:

1. Employees don’t understand organizational direction and believe organization lacks vision and strategy.

2. Employees cite unclear organizational positions and views on issues and policy.

3. Employees reported low morale and were very sensitive to issues surrounding management and employee relations.

4. Recognition and awards programs are perceived as lacking.

Improvement Opportunities

· Major Theme/Issue:  Strategy, Vision and Management Issues

· Major Area of Impact:  Should be implemented organization-wide; however, SAF/IA front office would be most impacted

· Cost Implications:  Has the potential to affect the entire SAF/IA operating budget of roughly $21M  

KPMG offers two suggestions to assist SAF/IA in improving its vision, mission, and management culture.

1. Develop and communicate a Corporate Strategic Plan.  SAF/IA is working to develop such a plan; however, the strategic plan also needs to presented and communicated to SAF/IA employees.  Additionally, it should be incorporated into continuous performance measures, organizational goals and objectives and yearly reviews.

2. Develop a Management Mentoring and Employee Recognition Program.  Recognition and Awards Programs received the lowest internal support rating in the SAF/IA Internal Survey.  Additionally, numerous responses were received in the written feedback providing very sensitive statements regarding employee and management relations.  An Employee Recognition Program does not have to be based on cash rewards.  Recognition in and of itself is often appreciated.  Likewise, management mentoring and coaching classes and programs might help to bridge the employee-management relations gap.  

Saf/fmbis unique major themes and improvement opportunities

SAF/FMBIS has two unique themes discussed below. 

8. Low Cost Service with High Customer Value 

In terms of the value placed on SAF/FMBIS products/services by their customers and the organizational resource allocation, there is a clear indication that SAF/FMBIS understands where to place their resources to optimally serve their customers. 

Evidence/Research

SAF/FMBIS expenditures are closely aligned with customer value.  Table 8 compares customer value and cost of products and services.

Table 8
 SAF/FMBIS Customer Value Ratings vs. ABC Resource Expenditures
Question #
Product/Service
Value Rating
Cost

3
Non-NATO Dedicated Training Pricing
3.0
$40,571 

4
Budget Justification/ Documents
2.9
$16,771 

2
Tuition-Based Training Pricing 
2.8
$60,886 

5
Financial Policy/Regulatory Review
2.7
$31,454 

6
NATO AGS Financial Advice and Representative Duties
2.7
$65,576 

7
NATO AWACS Financial Advice and Representative Duties
2.7
$46,450 

12
FMS Budget Guidance
2.7
$60,879 

14
General Financial Data/ Inquiries/ Assistance
2.7
$9,273 

11
Financial Execution
2.6
$49,846 

8
Recoupment Review/ Guidance
2.6
$10,428 

1
Coordination and Financial Advice to LOAs
2.5
$17,826 

9
Drawdown Authority/ Guidance
2.5
$24,888 

13
FMF Budget Guidance
2.5
$30,752 

10
Lease Rates/ Guidance
1.8
$16,615 


TOTAL

$482,215 

Scale:   0=Not Applicable;  1=Low Value;  2=Medium Value;  3=High Value


SAF/FMBIS Issue

The table above indicates that products/services with a value rating of 2.7 and above account for about 69% of the product/services costs.  Cost allocation to customer value is fairly balanced.  However, there is the possibility of a minor disconnect in the General Financial Data/Inquiries/Assistance service area.  This service may have the right mix of resource allocations, but should be viewed as an opportunity to increase customer service.  Customers highly value this service; thus, SAF/FMBIS may want to monitor and/or enhance this area of customer value.

Additionally, SAF/FMBIS may want to review their only low value customer product, Lease Rates/Guidance, which received a rating of 1.8.  This does not mean that customers believe this service is performed poorly, but simply that they value other services and products relatively more. 

SAF/FMBIS Improvement Opportunities

· Major Theme/Issue:  Low Cost Service with High Customer Value

· Major Area of Impact:  Should be conducted organization-wide; however, only one product/service area (general financial data/inquiries/assistance) was identified as possibly misaligned

· Cost Implications:  Has the potential to affect the entire SAF/FMBIS operating budget of roughly $ 592 K

1. Review resource expenditure and resource allocation priorities for the General Financial Data/Inquiries/Assistance and for Lease Rates/Guidance services.  Consider enhancing or reallocating resources to higher value products/services.

9. Authority and Responsibility are Misaligned

SAF/FMBIS is burdened with a tremendous amount of coordination issues that simply involve alignment of authority.  

Evidence/Research

Internal SAF/IA Employees’ Direct Quotes of Communication Obstacles:

· Our greatest weakness in serving our external customer is that we own practically nothing in terms of process and we are spread thin trying to provide support to a variety of customer needs.  Because of this, we control very little but support everything.

Issues

1. There are authority alignment issues between FMBIS and organizations/divisions they oversee or guide.  The problem stems from the fact that SAF/FMBIS is a five-letter organization with much responsibility but not much authority in response to requests for information or services from two or three letter organizations.  SAF/FMBIS requires a tremendous amount of coordination and to answer or interface with a two or three  letter organization regarding routine matters.  

SAF/FMBIS Improvement Opportunities

· Major Theme/Issue:  SAF/FMBIS Authority and Responsibility are Misaligned

· Major Area of Impact:  Should be conducted organization-wide; however, coordination issues with external agencies are most impacted

· Cost Implications: The ABC model identifies a budget of over $26,000 expended solely on coordination with outside agencies

1. SAF/FMB should perform “desk-audit" and render a decision, that SAF/FMBIS is capable and authorized to provide policy and information to these agencies without constant SAF/FMB involvement in daily requests.  

Next Steps

This section provides a prioritization plan for the improvement opportunities including the migration of the SAF/IA and SAF/FMBIS ABC models to an ABM environment.

Improvement Opportunities Prioritization & Impact Matrix

Table 9 provides a prioritization of the improvement opportunities based on customer and internal feedback, impact on core/primary and critical support functions, ease of implementation, and initiatives already in progress.  

Table 9
 Improvement Opportunity Priority Matrix
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Improvement Opportunity

Theme

1

Create clear strategy, vision and positive work environment

7

2

Reengineer processes and improve technology

3

3

Create coherent, uniform training and competency program

6

4

Define and develop

Pol-Mil competency

2

5

Optimize organizational capabilities and knowledge

4

6

Improve consistency, coordination and communication

5

7

Review resource to customer expenditures

1

8

SAF/FMBIS analyze low cost services with high customer value

9

9

SAF/FMBIS analyze authority and responsibility misalignment

8


SAF/IA Next Steps for Improvement Opportunities

KPMG recommends the following next steps to initiate the improvement opportunities contained within this report:

1. Analyze/modify existing initiatives for Strategy (priority 1), Improve Training (priority 3), Leverage Knowledge (priority 5), and Improve Communication (priority 6).  These four initiatives are currently unfunded tasks on the existing KPMG contract.  Resources, expertise and methodologies are already in place to quickly implement these initiatives.

2. Further analyze Reengineering and Technology Improvements (priority 2), Pol-Mil (priority 4) and Resource Alignment (priority 7).  Each of these improvement opportunities can occur concurrently and should begin with the following steps:

· Develop a project plan to complete and implement each improvement opportunity 

· Conduct further research and validate findings, cause and effect

· Develop a timeline and implementation plan for the recommended suggestions

Analysis of resource alignment (priority 7) is simply reviewing and determining if and how time and expenditures can be reduced on products/services with lower customer value and shifted to products/services with higher customer value.  The ABC model and the customer feedback should be the basis of this discussion.  By the same token, to assure that customer value ratings are as accurate as possible some form of contact or feedback should be solicited from foreign customers.  This feedback will further set the stage for the improvement plan for the Pol-Mil function (priority 4).  

Pol-Mil activities in the organization need to be discussed at length.  First and foremost, the organization needs to define which capabilities and resources are necessary to develop or sustain this competency.  Additionally, the organization needs to determine its strategy, performance measures and goals for Pol-Mil.

The most complex improvement opportunity is Reengineering and Technology Improvement (priority 2).  The reengineering of the disclosure and related products, LOAs, and P&As, as well as the critical support functions, front office and document preparation, tracking, and QA, will impact many areas of the organization.  Additionally, reengineering has significant change management and project management challenges.  SAF/IA already has an ABC model that details its processes and outputs, and the organization has begun steps to address its strategic planning. 

For the technological aspects of the reengineering effort, there are a number of low and high-end software and systems available.  End-to-End solutions leverage the Internet and Intranet to fully enable electronic document routing, approval, processing, standard ad-hoc queries and reports, as well as executive decision support systems.  One such solution that SAF/IA might consider is Integrated Workflow Management (IWM).  Aspects of IWM are shown below:

· Electronic In-Basket – Users are provided with an electronic in-basket that captures incoming workload (e.g., documents, notes, forms, and attachments) that requires action.

· Electronic routing/email Integration – Workload may be captured and routed electronically throughout the organization within a custom system or through an integrated email gateway.

· Workload Management – Workload administration tools allow management review and reallocation of workload as required.

· Status Tracking – Full tracking and visibility of all workload is provided and can be accessed through simple inquiries and queries.

3. Leverage ABC for full-scale implementation of Activity Based Management (ABM). Additionally, KPMG understands that SAF/IA is interested in advanced decision support and performance measurement tools.  We specifically suggest adopting and migrating the existing ABC model to ABM.  It is an emerging tool in corporate America and innovative government organizations to assist managing the activities of the organization.  Additionally, it easily builds on the existing ABC model, is process and customer-based, and offers a framework for continuing the entire benefits of the VSA such as customer feedback and optimization of primary and support activities.  ABM is also the precursor to Activity Based Budgeting (ABB) and Balanced Scorecard principles.

SAF/IA Migration to ABM

SAF/IA’s migration to ABM will yield a number of benefits including the refinement and continuation of ABC.  Additionally, ABM offers the technical framework to manage by activities and can support Activity Based Budgeting.  Continuous knowledge of products and service costs also offers distinct advantages.  In the rapidly changing landscape of international affairs policy, FMS, and Security Assistance, it is projected that more business will be done in the future based on user fees and reimbursement allocations.  ABM can be automated to support this new cost and budget environment and SAF/IA can have a unique advantage in their services and competencies.  ABM can also assist with the current shift from baseline budget justification to justification based on value-added activity.  Figure 5 represents a high-level approach.

Figure 5
 SAF/IA Migration to ABM
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SAF/FMBIS Next Steps for Improvement Opportunities

It is recommended that SAF/FMBIS create an implementation approach to address their major themes and improvement opportunities and execute promptly.  Internally, SAF/FMBIS employees have already identified ideas and methodologies for corrective actions that should be included in the implementation approach.  

In addition, SAF/FMB may want to expand the current SAF/FMBIS ABC model to include the entire SAF/FMB organization.  The current SAF/FMBIS model does not capture the overhead and other shared services within the organization since only SAF/FMBIS was modeled.  Therefore, the entire list of SAF/FMB or SAF/FM products and services has not been costed out.  

Lastly, it is also possible that in the future all security assistance products/services will be costed out.  That is, if other security assistance organizations develop ABC/M models, an accurate cost of all common security assistance products that cut across the variance agencies can be determined.  If the desired outcome is to maintain visibility to the costs of all security assistance products and services then implementation of ABM throughout all the organizations participating in the security assistance process is a natural evolution of this tool. 







SAF/IA Total Expenditures: 
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